
Bond Interest 

Allocable to 

Borrower Loan: 4% 

on Outstanding 

Loan Amount

SRF Borrower:    

$100 Loan Par

State SRF

Cash Flows Under Revised Model

SRF Equity Equal to 

50% of Outstanding 

Loan Amount 

Invested at 

Unrestricted Yield of 

4.5%

Gross Interest 

Paid by Borrower: 

4% on 

Outstanding Loan 

Amount

Operating Subsidy 

Equal to 2% on 

Outstanding Loan 

Amount

$50 of Equity 

Dedicated to 

Funding Operating 

Subsidy

$50 of Equity De-

Allocated Pro-Rata 

as Loan is Repaid

Net Earnings 

on Equity: 

0.5% on 50% 

of  Loan 

Balance = 

$50*0.5% for 

avg life of 12 

years = $3




